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Ladies and Gentlemen:

American Express Company (together with its substdiaries, “American Express™)
appreciates the opportunity to provide comments to the Board of Governors of the Federal
Reserve System (the “Federal Reserve™), Federal Deposit Insurance Corporation (“FDIC™), and
Office of the Comptroller of the Currency (“OCC” and together the “Agencies”) in response 10
the Agencies’ notice of proposed rulemaking proposing to provide a transition peried for
banking organizations to reflect the impact of the change to the Current Expected Credit Losses
(“CECL”) methodology, and to make related adjustments to the regulatory capital rules (the

“Proposed Rule”).!

! Regulatory Capital Rules: Implementation and Transition of the Current Expected Credit Losses Methodology
for Allowances and Related Adjustments to the Regulatory Capital Rules and Conforming Amendments fo
Other Regulations, 83 Fed. Reg. 22312 (May 14, 2018).
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e Regional and other traditional banking organizations’ exposure to capital markets and
derivatives activities pale in comparison to that of U.S. G-SIBs.

As aresult of the 250/10 Thresholds not taking into account these differences, regulatory
requirements that use these thresholds are not appropriately calibrated to the risk profile of
individual institutions, and unnecessary regulatory obligations and supervisory expectations
intended for the largest and most complex institutions are being imposed on regional and other
traditional banking organizations.

Notwithstanding that they have become overbroad and outdated, the 250/10 Thresholds
not-only continue to be used for purposes of the advanced approaches, they have found
increasing use by the Agencies in other contexts — whether by using the thresholds themselves, .
or through reference to the current scope of advanced ap'proa'ches banking organizations.

Continuing to use (and expanding use of) the pre- crisis 250710 Thresholds, when more
sophisticated, comprehensive, and internationally recognized tools are available, is inappropriate.
Post-crisis, the Basel Committee on Banking Supervision {(the “Basel Committee™) and the
Federal Reserve have developed a far-more comprehensive measure for size, complexity, and
overall systemic risk of individual banks — the G-SIB systemic indicator approach.®

We believe the Agencies should eliminate their reliance on the 250/10 Thresholds for
applying the advanced approaches rules in favor of a more appropriate and tailored metric: the
G-SIB systemnic indicator approach, which would ensure a more sophisticated and dynamic
calibration of regulatory requirements based on banking organizations’ business models,
complexity, and risk profile.

II..  Revisiting the 250/10 Thresholds is Consistent with Recent Legislative and
Regulatory Developments

Notably, reconsidering the continued relevance of the 250/10 Thresholds, and their
application to regional and other traditional banking organizations, would be consistent with
several recent legislative and regulatory developments. As Vice Chairman for Supervision
Quarles noted in January, “now is an emmently natural and expected time 1o step back and assess
[the body of post-crisis regulation] . ... to ensure that they are working as intended and . . . it is
inevitable that we will be able to improve them, especially with the benefit of experience and
hindsight.”®

S. 2155

Enacted on May 24, 2018, the Economic Growth, Regulatory Relief, and Consumer
Protection Act (“S. 2155™), among other things; amends Section 165 of the Dodd-Frank Wall
Street Reform and Consumer Protection Act to raisé the systemically important financial
institution designation for application of “enhanced prudential standards” (“EPS S”) from $50

#  See Basel Committee, Global systemicaily important banks: updated assessment methodology and the liigher
loss-absorbency. requirement (July 2013); Regulatory Capital Rules: Implementation of Risk-Based Capital”
Surcharges for Global Systemically Imporiarit Bank Holding Companies; Final Rule, 80 Fed. Reg, 49,802
(Aug. 14, 2015); 12 C.F.R. §217.400 ef seq. '

& See VC Quarles ABA Speech.
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replaced with the G-SIB systemic indicator approach. Using the G-SIB systemic indicator
approach would help ensure that the scope of application of the advanced approaches.— and any
- derivative uses of that scope for other regulatory initiatives — remains properly calibrated to
capture only the larpest and most complex global banking organizations.

1. The Systemic Indicator Approach is a Better Method to Calibrate Regulatory
Requirements

As noted above, the Federal Reserve participated in the international development of the
systemic indicator approach, and has implemented the approach in the United States for
identifying G-SIBs.!” The systemic indicator approach has two notable advantages over static,
asset-based thresholds, First, it evaluates systemic importance across a comprehensive set of
attributes — not only asset size, but also interconnectedness, substititability, complexity, and
cross-jurisdictional activity: Second, the data used to evaluate systemic importance are updated
periodically to reflect changes over time,'®

The systemic indicator approach provides much more powerful insights than the
rudimentary 250/10 Thresholds into complexity, international activities and the actual risk
profile of a banking organization - and to the vast differences between regional and other
traditional banking organizations and the U.8. G- SIBs. For example, based upon pubhcly
available information:

o The U.S: G-8IBs account for 76% of total exposures for all U.S. BHCs required to
submit the Federal Reserve’s FR Y-15 Banking Organization Systemic. Risk Report.
(“FR Y-15 Filers™), and whereas the smallest non-custody G-SIB has total exposures
of $1.28 trillion, the largest traditional banking orgarizatioii has only $539 billion.

e U.S. G-SIBs account for 98% of the.notional value of all over-thé-counter (“*QTC")
derivatives for all FR Y-13 Filers, and the smallest non-custody G-SIB has OTC
derivatives with a notional value of $5.6 trillion, compared to the largest traditional
banking organization, which has only $278 billion. Similarly, U.S, G-SIBs accounted
for 87% of trading and available-for-sale securities (less high quality liquid assets) for
all FR Y-15 Filers; the smallest non-custody G-SIB has $135 billion of such
securities, compared to only $16 billion for the largest traditional banking
organization.

e U.S. G-SIBs account for 94% of all cross- jurisdictional claims and 95% of all cross-
jurisdictional liabilities for FR Y-15 Filers, representing the vast majority of all
international claims and liabilities for FR Y-15 Filers. No traditional banking
organization has cross-jurisdictional claims or liabilities exceeding 1% of the

'7  See note 8, supra.

"% The Federal Reserve’s FR Y-15 Banking Organization Systemic Risk Report, which collects data comprising:
the five components underlying the: systemic indicator approach, is submitted by BHCs with total consolidated
assets of $50 billjon or- more on a quarterly basis. The aggregate systemic indicators used as the denominators
to calculate a banking organization’s systemic indicator score are updated on an annual basis.
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Thank you for considering our comment letter. We appreciate the opportunity to share
our views with the Agencies and would be happy to discuss any of them fuirther at your
convenience. If we may be of further assistance, please contact me at.212-640-2396 or
davidl.yowan@aexp.com.

Sincerely,

David L. Yowan
Executive Vice President &
Corporate Tredsurer

cc;  Jeff Campbell
Demnise Pickett
Anderson Lee
Brett Loper
Juliana O’Reilly
Jonathan Polk
American Express Company





